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NOVELTIES IN LIFE ASSUMNCE. 



Thebe are now about 120 offices established for the 
assurance of lives. It has been estimated that 300^000 
persons are assured; and that the sums which the 
offices have undertaken to pay at the deaths of those 
persons are not less5 in the aggregate^ than 250^000,000Z. ; 
a sum larger than the total ** ordinary share capital " 
raised for the construction of all the railways in the 
United Kingdom of Great Britain and Ireland. 

Life Assubance is therefore one of the great moneyed 
institutions of the day^ and5 as the proceeds of th« 
policies are mainly intended to provide at some future 
time for the wives and children of those assured^ it 
may be said that there are probably not fewer than 
fift^m hundred thousand persons whose interests^ and^ 
in many instances, whose sole fature support, depend 
on the proper management of the existing Life Offices. 

It is^ therefore^ of great importance that an institution 
involving interests of such magnitude should be care- 
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4 NOVELTIES 

fullj guarded against every attonpt to injnre it ; and 
when Offices introdnce practices which are subTersiye 
of the true principles on which the system is based, 
it is bat right that they shooli be e^osed. 

The practices to which we propose now to draw 
attention, are set forth in a pamphlet which has been 
recently published by a Life Office of conaderable stand- 
ing, entitled a " New Scheme of Unconditional Assur- 
ance on Life, by Policies Non-fiir&ttable and Unques- 
tionable.*^ 

VTe should not hare consdered it to be necessary, 
or dearable^ to hare thus directly made that pamphlet 
the subject of animadversion, had the prcmioters of the 
<^ New Scheme ^ rested satined with &e promnlgatibn 
of their own new doctrines ; but as A^ have chosen 
to publish and di^eminate them most catenaively in 
contrast with the practice of other Offices^ in IJie fosrm 
of a •^Comparative Explanaiion, showing flie great 
'Superiority of Uncowfitional Assurance over the Ordi- 
l^ Svs^m of od«r Office'' (in which comparfeon 

rST -otter OtSc^"- ^ to e:.alt their awn as 
ILy <^ ^'^f <^^' ^P^rt), every reasonable 

^Zja^Wi9^ cause 

P^^^J^p^ taking up the gauntlet their have 

jWBttfJr ltaw«t dowtt, ami claiming the privilege 
''^^»tW«i m dfofettc^ of the - QrOinary Svste J" 
lh» attack upon it, by a care&l critiiriaii 
rfti^'*N^w Scheme*'" 
lUflgttwhjrweconsidficifeto be aecMaar^ tp 
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notice the pamphlet is, that the Public generally are not 
sufficiently informed on the subject to know whether the 
scheme propounded is in accordance with, or contrary 
to, the principles on which the science of Life Assurance 
is founded, and on which alone it can be safely carried 
out; and it may be that the pamphlet will fall into 
the hands of many of the pohcy-holders in the *^ other 
Offices," who, after reading it, or the advertisements, 
(and not understanding the real bearing of the *^ New 
Scheme," and therefore not perceiving the dangers 
which lurk in it), may become dissatisfied with the 
regulations of their own Office, because, as they may 
think, they are not so liberal as those of the Office 
which gave birth to the " Scheme." 

It is necessary, therefore, in order to avert a con- 
clusion so erroneous, to show that the New Scheme 
is neither sound in principle, nor advantageous to the 
Assured; and we doubt not that if the policy-holders 
will take the trouble to read the sequel, they will 
be thankftd if the regulations in the "New Scheme" 
have not been adopted by the Office in which they are 
assured. 

Life Assurance, as many of our readers are no 
doubt aware, is based upon the **law of mortality," 
which law is deduced from observations of the number 
of deaths which happen at certain ages among a given 
number of persons. These observations teach us that 
a person aged 20 will probably live longer than one 
a£:ed 40; and the science of Life Assurance is the 
ILmO^ k» !<«« e»=h U «pected to li™ (.ccard. 
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6 NOVELTIES 

« 

ing to certain observatioiis, or a particular law), and 
reducing the chances into their money value, thus fixing 
the sum or premium which each ought to pay in order 
to secure an equivalent benefit 

Now, just as we know that young people have a 
better chance ^f living than old, we know thai 
certain conditions are necessary for health and conse- 
quently for life. A man of naturally robust constitution 
who may be expected to live 30 years in circumstances 
favourable to health, may, by engaging in an unhealthy 
or hazardous occupation, living in an unwholesome 
atmosphere, or indulging in habits of intemperance, 
shorten his life. We further know, that some climates 
are calculated to prolong, and others to shorten life ; 
that people die earlier in one country than in an- 
other. 

It is necessary to state these simple truths — ^not 
merely for the information of our readers, but because 
the originators of the *^New Scheme" appear to be 
gnorant of them, as will be shown in what follows. 

Life Assurance, pursued on sound principles, endea- 
vours to fix the correct premium for each age, and the 
ordinary tables to be found in the prospectuses of the 
Offices are the result The Offices, however, do not 
accept the proposals of all who apply to have their lives 
assured. No ; the applicant has to prove his age, to 
be in good health, to have a good constitution, to be 
of temperate habits, to be occupied in a manner not 
injurious to health ; and until the Offiice be satisfied on 
all these points, it will not grant him a policy at the 
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tabular rate of premium, s Such, then, is the practice of 
all well-conducted Offices. 

There are, therefore, three important points to be 
considered before an Office can assure lives on equitable 
terms, viz.— 1. The age of the individual; 2. The 
quaUty of his health ; and 3. His place of residence, and 
the nature of his occupation. Now, suppose that three 
Offices were to be founded, the promoters of each of 
which considered it to be necessary to take into account 
only two out of the three elements above mentioned, we 
should probably be duly informed, in the prospectuses 
and advertisements, of the distinctive features of each 
Office, respectively, in words of the following import: — 

Office A. 

It having been just discovered that the restrictions 
usually imposed on the Assured in other Offices are 
very inconvenient, this Office has been founded for the 
purpose of assuring the lives of persons living in the 
most unhealthy climates, and engaging in the most hazard- 
Otis ocmpationsy at the same rates of premium as are 
charged to persons residing in England and pursuing 
tiie most healthy vocations. 

Office B. 

Applicants for Life Assurance in other Offices having 
strongly objected to the trouble of answering questions 
about their health, habits and family history, referring 
to private friends and medical attendants, submitting 
themselves to personal examination by office doctors. 
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and being subjected to many other disagreeable fonnali-' 
ties — all of which are unnecessary ; this Office has been 
instituted for the purpose of obviating all such objec- 
tions^ and assuring the lives of all classes of persons at 
the ordinary rates of premium, without requiring any 
evidence of health. 

Office C. 

It having been discovered that much inconvenience is 
caused to applicants for Assurance in other Offices to 
give proof of their ages, which is quite unnecessary, 
the founders of this Office have adopted a New Scheme 
by which the Public will in future be saved all trouble 
on that point. The scheme, ** remarkable for its sim- 
plicity," is to charge the same rate of premium for all ages, 
so that a person assuring in this Office is not required to 
prove his age, nor even to state it. 

Our readers may very reasonably ask. What is the 
use of such suppositions ? for they no doubt conclude 
that not one of the three offices here supposed could 
be established with any chance of success ; and fiirther^ 
that probably no one could be found foolhardy enough 
to concoct such unsound schemes, the advocacy of which 
would imply one of two things — either that he was 
ignorant of the principles of Life Assurance ; or if not 
so, that he had in view the furtherance of some object 
that could not possibly be for the advantage of those 
who effected policies in the Office. 

What then will be said of the *^New Scheme,'^ and 
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what will be thought of its promulgators, if we can 
prove that it is made up of promises to the Public as 
erroneous in principle, and of the same nature, as the 
practices assumed as the distinctive features of all the 
three imaginary Offices ?, And yet the promoters of tke 
scheme have the boldness to assert in the preface to 
their pamphlet that "the Scheme is remarkable for 
simplicity; it obviates the objections hitherto urged 
against Life Assurance, and meets, to the fullest extent, 
the wants of the Public in the present day. While unu- 
sually liberal towards the policy-holders, it is, at the same 
time, based on sound principles and precise calcnlatioRs." 

The first regulation in the New Scheme is, that " The 
policy cannot be forfeited by omission to pay a premium 
at the proper time, through accident or oversight ; and, 
after five years (if not a short period Assurance or 
Survivorship Assurance), it will not be forfeited by non- 
payment of a premium firom whatever cause, provided 
payment be made within a year. In no case is any new 
evidence of health required; but, in order to encourage 
regularity in payments, and in justice to other policy- 
holders, a small fine is imposed." 

On w|iat principle of justice is there a difference 
made between an Assurer who has paid five or fewer 
premiums, and one who has paid six or more premiums ? 
The one can only revive his policy if he omitted to 
pay the premium " through accident or oversight ; " 
and the alternative, we assume, is, that if the omission 
was intentional^ his policy is irrecoverably forfeited. 
This regulation will afford ample opportunities for 

1—3 



10 NOVELTIES 

the Assured to do what some Fire 0£Sces recently 
asked one of their Assured to do, namely, to declare what 
was his intention when the time for paying his premium 
arrived, and what were his varying thoughts on the 
subject during the currency of the days of grace. 
But, the other Assurer who has paid more than five 
premiums may intentionally not pay his premium, and 
wait the issue of twelve months. K he fall into bad 
health he will certainly renew his policy ; if he continue 
in good health he may give it up, or renew it merely 
to recover the surrender value— of which value more 
hereafter. But mark, ^^ In no case is any new evidence 
of health requiredJ^ Here we have the principle 
advocated by Office B in ftdl operation, to tfie decided 
injury, as we think, of all the honest Assured who pay 
their premiums when due; for it is to be borne in 
mindf that the losses which may arise imder this 
regulation, and which are equitably avoided by the 
"other Offices," that practise the "ordinary system'' 
will fall upon the Assured who are punctual in their 
payments. But why limit the operation of the regular 
tion to one year ? If it be " based on sound principles 
and precise calculations," why not extend it to two 
or five years ? The principle involved in this regulation 
is, that the Office assures persons for one year without 
the payment of any premium; and at the expiry of 
the year, or during the year, accepts the premium from 
those who choose to pay it, no matter what the state of 
their health at the time may be — ^no inquiry being made 
on that point We must leave our readers to discover 
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the justice of this regulation, and how it can be said 
that nnder it the policies are non-forfeitable. 

The next regulation is, that " Under the policy no 
restriction whatever is imposed as regards occupation, 
or place of residence, or travelling; and no extra 
premium, beyond the premium originally stipulated in 
the policy, is payable, even if the assured join the army 
or navy or become a mariner. Persons, however, who 
are in the army or navy when they take out their 
policies, or whose cases are otherwise special, are dealt 
with separately." 

Where, let us ask, is the soundness of the distinction 
made between persons employed in hazardous occupations 
at the time of proposing, and those similarly employed 
after they have effected their policies ? If there be an 
extra risk, why should not all who incur it pay for it? 
If there be no extra risk why should any pay ? But we 
know there is an ertra risk, and we ask why some of 
the Assured are to be permitted to engage in hazardous 
occupations, to reside in unhealthy climates, or to 
incur the risk of long and dangerous voyages, without 
paying the proportionate, or any, extra premium ? Here, 
it will be observed, we have Office A in ftdl operation. 
Where, again, is the justice of making those who do not 
incur the extra risks pay for those who do? And 
wherein consists the advantage to the vast majoriiy of 
the Assured in this country who have no intention of 
goo* «■<■ who oe^er -U te c^ed, .W, in behg 
compelled, under a regulation such as this, to make good 

the earlier losses caused by the deaths of those of the 
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10 NOVELTIES 

the -Assured to do what some Fu-e Offices recently 
asked one of iheir Assured to do, namely , to declare what 
was his intention when the time for paying his premium 
arrived, and what were his varying thoughts on the 
subject during the currency of the days of grace. 
But, the other Assurer who has paid more than five 
premiums may intentionally not pay his premium, and 
wait the issue of twelve months. If he fall into bad 
health he will certainly renew his policy ; if he continue 
in good health he may give it up, or renew it merely 
to recover the surrender value — of which value more 
hereafter. But mark, ^^ In no case is any new evidence 
of health reqaired^^ Here we have the principle 
advocated by Office B in fiill operation, to tjie decided 
injury, as we think, of all the honest Assured who pay 
iheir premiums when due; for it is to be borne in 
mind, that iie losses which may arise under this 
regulation, and which are equitably avoided by the 
" other Offices," that practise the *^ ordiuary system " 
will fall upon the Assured who are punctual in their 
payments. But why limit the operation of the regula- 
tion to one year ? If it be " based on sound principles 
and precise calculations,'' why not extend it to two 
or five years? The principle involved in this regulation 
is, that the Office assures persons for one year without 
the payment of any premium; and at the expiry of 
the year, or during the year, accepts the premium from 
those who choose to pay it, no matter what the state of 
their health at the time may be — ^no inquiry being made 
on that point. We must leave our readers to discover 



IN LIFE ASSUEANCE. 13 

from the punishment justly due to his crime, if it should 
escape detection until after five years? Why are the 
honest Assured to be made to suflfer a severe loss at the 
hands of the fraudulent ? Can the framer of this most ob- 
jectionable regulation quote any instances in which the 
payment of claims has been disputed by respectable 
OflSces, or the " other Offices," without sufficient grounds 
for so doing? We do not express any opinion as to 
whether the promise of the Office to save harmless all 
fraudulent Assurers is of any legal value ; but we know 
this, that the operation of the regulation can only be 
injurious to the interests lof all who honestly assure their 
lives, and should therefore deter every honest man 
from subjecting himself to a loss under laws enacted 
by the very persons who, in ** other Offices," are 
Bupposjed to do all in their power to protect his interests. 
The legal ejffect of the regulation may be to render the 
policies indefeasible; but if it be, we question the 
morahty and the justice of it, and most strongly 
condemn the very questionable means employed in 
the attempt to render the policies unquestionable. 

We come now to the chapter which is very properly 
headed, " Other Unusual Concessions," and which 
contains the following regulations, namely, "For 
ordinary policies for the whole of life, there shall be 
allowed a value, in cash, at any time after the first 
year, namely: — after five years (that is, payment of 
six years' premiums), one-half of all the premiums 
paid or due at the time ; and previously to five years, 
one-third of all the premiums paid or due at the time." 
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It is di£Scalt to believe that these two fised rates of 
surrender value can be the result of " precise calcula- 
tion based upon sound principles;" and with that remark 
we proceed to consider the regulation as applicable to 
policies on which six or more premiums have been paid* 
Every actuary knows that the values of policies are 
not a fixed and uniform percentage of the premiums 
paid — ^neither on policies eflfected at difierent ages and 
kept in force for the same number of years, nor on 
one policy in successive years. It therefore foUowa 
that the payment by the Office of half of the premiums 
received as the surrender value of its policies in all 
cases must of necessity be to the injury of some of 
the Assured; for even although 60 per cent, of the 
premiums paid were the correct average value, (and 
we do not here express any opinion on that point,) 
some of the Assured will get more than their true share, 
and others must therefore get less. But as the calcula- 
tion to determine the correct value is a very simple 
one, why should not each of the Assured be paid, as in 
the " other Offices," what is justly due to him, and 
neither more nor less ? 

But the method adopted in the " New Scheme," 
for determixung the amount of the surrender value, 
while strongly to be condemned as an infraction of 
the principles of Life Assurance, is of trifling im- 
portance in comparison with the evils of the alter- 
native ofiered to the Assured. The regulation says, 
"If the Assured prefer it, instead of the cash value 
there wiU be given him a policy of double that amount, 
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for which no fiirther premium payments will be re- 
quired." 

That is to say, that in the opinion of the projector of 
this "New Scheme," the single premium required to 
assure lOOL is 502. at all ages. If two persons, aged 
respectively 20 and 90, be each entitled to receive 50L 
from the Company in cash, the Company, in lieu of 
paying to each 50Z. down, will grant to each a policy 
for lOOL payable at their respective deaths. Here, then, 
we have OflSce in fiill operation; that is to say, 
persons of all ages are assured at the same rate of 
premium. Can anything be more deplorable, in the 
year of grace one thousand eight hundred and sixty, 
than the ignorance here displayed of the principles of 
Life Assurance ? 

But if we suppose for a moment 50L to be the proper 
present value, for all ages, of 1002. payable at death, 
let us inquire — does the actuary of the Company value 
the liability under its policies on that principle? If 
not, why not ? If it be a *^ sound principle and the 
result of precise calculation," why not apply it to all 
policies ? If it be correct to assume new liabihties on 
that principle, why is it not correct to value old liabili* 
ties on the same principle ? 

But a danger, far greater than any we have yet shown, 
lurks under this "New Scheme." The Assured, by 
the regulation last quoted, can claim a policy for double 
the surrender value, for which no further premium will 
be required, and the surrender value being one-half of 
the premiums paid, it fpUows that the free poUcy will 
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be for the total amount of the premiums paid. Now, 
on turning to the Table of Premiums for assuring 
sums Without Profits, we find that a person aged 54 can 
assure 1,000Z., to be paid at his death whenever it may 
happen, provided he will pay annually, so long as he 
lives, /)1Z. 58. At the end of 19 years (the premiums 
being payable in advance), he will have paid 20 pre- 
miums, or 1,025Z., and by the regulation he will be 
at once entitled to claim a policy for that amount (25/. 
more than he bargained for), and at the same time be 
released from the payment of any further premiums, 
which he promised to pay annually so long as he lived. 
But, his age being then 73, let us suppose that he 
does not take advantage of the regulation, but con- 
tinues to pay his annual premiums for 10 years 
more, when he will have paid in 1,537Z. 10«. Now, 
the OflBce having only promised to pay his heirs 
l,000t, and he being entitled to claim a free policy for 
1,537Z. 10a., which of the two sums will the OflBce 
assume and provide for as its liability? And when 
the same man has paid only 19 premiums, and the actuary 
then estimates the Company's liability under the policy, 
does he calculate the premium as payable for one year, 
or for life ? Is the OflSce's asset, the premium multiplied 
by the annuity for life, or by the annuity for one year ? 
It is not likely, however, that any person will pay in 
more than the amount of his policy; and the regu- 
lation, therefore, comes practically to be this, that the 
Assured are released from the obligation to pay more 
premiums than will amount to the sum assured, while 
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the Office has to pay all the lasses in fhU of those 
who die before paying up their policies. Can any one 
of oor readers see any hot one result of such a coarse 
as that? 

In the explanation appended to Table I. for ^ Assur^ 
aneesfoT Whole of Life. Sams payable at DeaAy whef^ 
ever it shall happen/* we are informed that ^The 
jneminms are payable to the Office during the continuance 
of the Assurance/* and in the same pamphlet we are 
also informed that a regulation in fiiToor of the Assured 
has been adopted whereby, '^ if the Assured prefer it/* so 
soon as he has paid premiums equal in amount to the 
sum he assured for, ""no further premium payments mU 
be required^ of him by the Office. 

Such contradictions as these need no comment 
from us. 

It is here to be remarked, in passing, that the solvency 
or safety of an Office is not determined by the magni- 
tude of its transactions, but by the soundness of the 
principles on which its business is conducted. 

The **New SchCToe" having now been examined, 
with no unfiriendly feeling to the Office which has 
adopted it, but solely in defence of the interests of 
Life Assurance as a beneficent institution, and of 
those Offices which practise it on sound principles, 
we leave it to our readers to determine whether the 
promoters of the **New Scheme'* can make good 
their assertions, which we will now quote from the 
pamphlet 

Whether ** the Scheme is remarkable for simplicity," 
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or whether it be more remarkable for — what shall we 
call it — for the opposite quality ? Whether ** it obviates 
the objections hitherto urged against Life Assurance," 
or whether it only creates new objections which do 
not exist in the ordinary systems of the other Offices? 
Whether ** it meets, to the fiiUest extent, the wants of 
the public in the present day?" (an allegation, the 
meaning of which we cannot comprehend). Whether 
** while unusually liberal towards the policy-holder, it is, 
at the same time, based on sound principles and precise 
calculations," or whether it is unusually unjust towards 
the mass of the Assured, and, at the same time, based 
on principles which the correct modes of calculation 
prove to be erroneous ? Whether the novelties of 
the Scheme are " Material improvements in Life 
Assurance, which cannot fail to be appreciated by the 
PubUc," or whether ihey are not calculated to in- 
jure the institution of Life Assurance, and destroy 
the public confidenbe in it? Whether "the great 
superiority of unconditional Assurance over the ordi- 
nary systems of other Offices " is shown, or whether 
it has been proved that the ordinary systems, which have 
been called in question, are alone based upon sound 
principles, and that the Unconditional Assurance, as 
explained by its promoters themselves, is unsound and 
positively injurious to a Yerj large majority of the 
Assured ? Whether " the policy is non-forfeitable and 
unquestionable, and has, therefore, an extraordinary 
value and importance," or whether it is forfeitable, 
as shown by the printed regulation itself, and is 
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of less real valne than the policy of an Office con- 
ducted on the ordinary sound system? Whether, on 
acconnt of its *' being one of the most extensive 
Life Offices it possesses an element of safety and per- 
manence not contained in smaller or younger instita* 
tions," or whether the very magnitnde of its liabilities, 
if not duly provided for, does not only increase the 
dangers from which it boasts exemption ? And finally, 
whether the Office which has promulgated this ** New 
Scheme " of feUacies and inconsistencies and errors, is 
entitled to publish in its prospectus that the policies 
of every other Office cannot be relied on; and that 
** such policies as those of the Office which has adopted 
the Scheme, can ALONE be considered satisfactory and 
reliable?" 

Although a novel application of the principles 
of Life Assurance may be a very good and desirable 
thing, the application of novel principles such as we 
find in the New Scheme is certainly not to be encou- 
raged ; and a carefrd examination has satisfied us that 
^ what is true in the scheme is not new, and what is 
new is not true." 

Fortunately for the hundreds of thousands of persons 
whose interests are bound up in the cause of Life Assure 
ance, the *^ other Offices " have not adopted the " New 
Scheme," and we hope are not likely to adopt it, but will 
continue, as heretofore, to watch over and protect their 
Assured from the injuries which either ignorant or 
rash men would inffict upon them. 
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P.S. — We are informed, in the pamphlet, by the 
promoters of the *^ New Scheme," that, " Portions of the 
System have been adopted by a few other OflBces," and, 
if so, we fear that some of the remarks we have made 
may also apply to the practice; of .the "few other 
OflSces," but we hope they are very few, and that the 
portions of the Scheme they have adopted, are those 
parts of it which are not new, and therefore true. We 
cannot but observe, howgver, that in our opinion the 
spirit of competition engendered in later years has 
stimulated too many OflSces to go on step by step, out- 
bidding each other for public favour ; not solely in an 
extension of advantages to the Assured, but frequently 
in the introduction of practices which sacrifice the 
principles on which the safety, yea, the very existence 
• ^<iflnJ jfe Assurance depends. Surely such practices 
cannot be too strongly censured, and we shall be 
delighted if oAers, better fitted for the task than we are, 
will aid with their pens, as they do in their practice, 
to condemn new schemes which must be productive 
of injury to. the OflBced themselves which create them ; 
and may 1>0, fyr a time, also injurious even to offices 
which maintain sound principles, but which do not 
perhaps it^jj^t the necessary means to expose the false 
doctrinesfdf their enterprising rivals. 



THE END. 
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